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HIGHLIGHTS 


Newsprint Production — tons 118,328 119,288 


Newsprint Shipments — tons 121-857 118,457 


Revenue from sales and newsprint 
machine rental, less cost of sales, selling 
and administrative expenses $°2,465,7711 $ 2,900,233 


Net Earnings $ 1,415,252 | 2 1,568,635 


Net Earnings per common share 


(before Preferred Dividends) $ 0.79 $ 0.87 
Net Earnings per common share 

(after Preferred Dividends) $ 0.58 $ O77 
Dividend rate per common share $ 0.40 $ 0.40 


Shipments were down during the early part of 1968 but progressively improved 
during the year. Net earnings were 10% lower than in 1967, due to increased 
manufacturing costs which were partially offset by a higher selling price. 


Dividends paid in 1968 of $1.56% per preferred share and $0.40 per common 
share amounted to $1,095,000, leaving a balance of $320,252 from 1968 earnings 
retained in the business, being the equivalent of $0.18 per common share. 
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MILLS Clermont, Charlevoix, Que. 


REPORT TO THE SHAREHOLDERS 


Your Directors submit the annual report for the year ended December 31, 1968 
together with the related consolidated financial statements of the Company and 
its wholly owned subsidiary, Donohue Brothers Sales Corporation, and the 
balance sheet of Charlevoix Paper Company Limited, another subsidiary in which 
your Company holds a majority interest. 


SHIPMENTS — OPERATIONS 


Although the mill production was 960 tons below the 1967 level, shipments’ 
increased by 3,400 tons in 1968; as a result our newsprint inventory was greatly 
reduced at the year end. The demand for our product improved as the year prog- 
ressed and during the second half, the mill operated at capacity on a continuous 
basis. 


Manufacturing costs increased 6.9% over 1967. Labour and fringe benefit costs 
accounted for over 50% of this increase, other factors being higher cost of wood, 
supplies and other materials. 


EARNINGS 


Net earnings for 1968 were $1,415,252 compared with 1967 earnings of $1,568,835. 
Earnings per share were $0.58 for 1968 after the payment of a full year’s dividend 
on preferred shares against $0.77 in 1967, when dividends on preferred shares 
were applicable only to part of the year. Earnings per share before preferred 
dividends decreased by $0.08 to $0.79 down from $0.87 per share in 1967. 


In 1968, income from short term investments offset the increase in interest on 
long term debt, resulting from the issuing in 1967 of $7,500,000 — 7%% Sinking 
Fund Debentures Series “A”. 


Depreciation charges for 1968 at $692,155 were $75,095 lower than the charges 
of $767,250 made in 1967. No depreciation was taken on the expansion project 
in progress. 


The financial statements of Charlevoix Paper Company Limited, in which your 
Company has a majority interest, have not been consolidated, but for your information 
the balance sheet of this subsidiary Company is submitted on page 14. 


CAPITAL EXPENDITURES 


Improvements 1968 1967 

Mill $ 152,564 $ 791,000 
Woods 118,775 296,000 
TOTAL 8. 2/1,339 $ 1,087,000 


ee, Se Se eee 
Capital improvements to existing facilities were low when compared to recent 
years. Woods expenditures included the purchase. of mechanical log skidders, 
camp additions, and those in the mill dealt with process changes and quality 
improvement programs. 


Expansion Project 


In addition to the above improvements, capital expenditures incurred in connection 
with the expansion project amounted to $2,422,781 in 1968, which is included 
in the amount of $2,580,221 shown as Contruction in Progress on the balance sheet. 


The installation of a new newsprint machine at Clermont by Charlevoix Paper 
Company Limited is progressing favourably. At the year end, the buildings were 
near completion and installation of equipment was proceeding on schedule. 
It is anticipated that this new paper machine will be operating by August 1969. 


Your Company's construction program to supply the necessary groundwood pulp, 
steam and other services for this subsidiary is also progressing satisfactorily. 


EMPLOYEE RELATIONS 


New labour agreements, covering mill and office employees, have been signed 
for a period of three years ending on April 30, 1971. The new contracts provide for 
a general increase in wages spread over three years as well as increased fringe 
benefits. 


The total payments to employees in wages and salaries, including fringe benefits, 
exceeded $4,650,000. This includes wages and salaries of employees engaged 
in woods operations. 


BOARD OF DIRECTORS 


At the Annual General Meeting of the Shareholders of the Company held on 
April 30, 1968, the following persons were newly elected to the Board of Directors: 


Jean-Claude Arnaud, President and General Manager of La Cellulose du Pin, 
Paris, France. 

Percy Auger, who has been with Donohue Brothers Limited for a certain number 
of years, either as Internal Auditor or as Secretary of the Company. 


eee Deschamps, Executive Director of General Investment Corporation of 
uebec. 


We regret the passing away in 1968 of Mr. Paul M. A. Simard, a former director, 
following many years of service with the Company as Vice-President and Treasurer. 


INDUSTRY AND COMPANY OUTLOOK 


The Canadian newsprint industry operated at 83.2 percent of capacity in 1968 
which is lower than the 86.6 percent for 1967. Capacity of the industry 
increased approximately by 375,000 tons in 1968, and consequently the 
actual production was only down 20,000 tons. Canadian shipments to the 
United States were 156,000 tons below 1967 due principally to an increase in 
United States production and to strikes in newspapers largely supplied by Canadian 
mills. 


During the last quarter, shipments to the United States increased substantially 
and surpassed the same period in 1967. Modest increases in new capacity for 
Canadian and U.S. mills during 1969, coupled with an expected growth factor 
of about 3% in newsprint demand in North America should materially improve 
the Canadian industry's operating rate. 


Labour costs will continue to increase in 1969; however more revenue will be 
available from sales due to an increase in selling price which became effective 
January 1, 1969. A high level of operations is planned for your Company during 
the coming year and earnings are expected to be in the order of those attained in 
1968. 
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and efforts of the employees throughout the year. 


ON BEHALF OF THE BOARD 


Edward P. Walsh A. Emile Beauvais 


President and General-Manager Chairman of the Board 
and Chief Executive Officer 


DONOHUE BROTHERS LIMITED 
AND SUBSIDIARY COMPANY 


SOURCE AND APPLICATION 


OF FUNDS 


year ended December 31, 1968 
with comparative figures for 1967 


SOURCE OF FUNDS 1968 1967 
Net earnings for the year $1,415,252 $ 1,568,835 
Depreciation 692,155 767,250 
Depletion 116,589 150,433 
Increase in tax reductions 48,136 62,305 
221232 2,548,823 
Increase in long term debt 7,196,000 
Issue of preferred shares 6,000,000 
Reduction of investment set aside to 
cover cost of capital projects 2,631,183 
Reduction of other assets 61,065 
4,964,380 15,744,823 
APPLICATION OF FUNDS 
Additions to fixed assets 2,706,141 1,311,983 
Investment in a subsidiary 4,060,120 
Investment set aside: 
To cover cost of capital projects 6,318,797 
To provide for eventual repurchase of 
subsidiary bonds 600,000 600,000 
Reduction of long-term debt 204,000 
Increase in other assets 53,343 
Expenses of new financing 420,739 
Dividends 1,095,000 907,500 
4,605,141 13,672,482 
WORKING CAPITAL 
Increase for the year 359,240 2,072,341 
Balance at beginning of year 9,756,933 7,684,592 
Balance at end of year $10,116,173 $ 9,756,933 


CONSOLIDATED EARNINGS 


year ended December 31, 1968 
with comparative figures for 1967 


EARNINGS FOR THE YEAR 


1968 


1967 


Revenue from sales and newsprint machine 
rental, less cost of sales, selling and 
administrative expenses 


Gain on foreign exchange 


Investment income 


Interest on long-term debt 


Depreciation 


Income taxes (Note 4) 


Net earnings for the year 


RETAINED EARNINGS 


Balance at beginning of year 


Net earnings for the year 


Commission, discount and expenses relating 
to the issue of preferred shares and 
debentures (less income tax reductions 

of $33,300) 


Dividends on — preferred shares 


common shares 


Balance at end of year 


$ 2,465,771 


970,538 


3,436,309 


911,010 


4,347,319 


646,437 


3,700,882 


692,155 


3,008,727 


1,593,475 


1,415,252 


$12,410,109 


1,415,252 


13,825,361 


375,000 
720,000 


$12,730,361 


$ 2,900,233 


979,798 


3,880,031 


463,859 


4,343,890 


341,586 


4,002,304 


767,250 


3,235,054 


1,666,219 


$ 1,568,835 


$12,169,513 


1,568,835 


13,738,348 


420,739 


13,317,609 


187,500 
720,000 


$12,410,109 


AUDITORS’ REPORT 


To the Shareholders 
of Donohue Brothers Limited. 


We have examined the consolidated 
balance sheet of Donohue Brothers 
Limited and one of its subsidiary com- 
panies, Donohue Brothers Sales Corpo- 
ration as at December 31, 1968 and the 
consolidated statements of earnings and 
source and application of funds for the 
year then ended. We have obtained all 
the information and explanations we have 
required. Our examination included a 
general review of the accounting proce- 
dures and such tests of accounting 
records and other supporting evidence as 
we considered necessary in the cir- 
cumstances. 


In our opinion, according to the best of our 
information and the explanations given 
to us and as shown by the books of the 
company and its subsidiary, Donohue 
Brothers Sales Corporation, these consoli- 
dated financial statements are drawn 
up so as to exhibit a true and correct view 
of the state of the affairs of the company 
and its subsidiary as at December 31, 1968, 
the results of their operations and the 
source and application of their funds for 
the year then ended, in accordance with 
generally accepted accounting principles 
applied on a basis consistent with that 
of the preceding year. 

Samson, Bélair, Coté, Lacroix et Associés 

Chartered Accountants. 


QUEBEC, March 3, 1969. 


DONOHUE BROTHERS LIMITED 
AND SUBSIDIARY COMPANY 


ASSETS 


CONSOLIDATED BALANCE SHEET 


December 31, 1968 
with comparative figures for 1967 


CURRENT ASSETS: 


Cash 

Short-term investments and deposits 
Accounts receivable 

Inventories, at cost: 

Finished products, supplies, pulpwood and 
expenditures on current logging operations 
Prepaid expenses 


INVESTMENT 
IN SUBSIDIARY COMPANY: 


(Note 1) 


Capital-stock 
Debentures 


OTHER ASSETS: 


Short-term investments set aside: 

To cover cost of approved capital projects 
To provide for eventual repurchase of 
subsidiary bonds — (Note 1) 

Deferred charges 

Special refundable tax 


FIXED ASSETS: 


Real estate, mills, machinery and 
equipment, at cost 
Accumulated depreciation 


(Note 2) 
Timber limits, less depletion 
Construction in progress 


1968 


$ 808,669 
3,296,347 
2,028,229 


5,621,649 
110,688 


11,865,582 


1,385,120 
2,675,000 


4,060,120 


4,485,214 


1,200,000 
40,445 
63,472 


5,789,131 


16,687,992 


11,602,650 


5,085,342 
2,541,983 
2,580,221 


10,207,546 
$31,922,379 


1967 


$ 345,774 
3,785,819 
1,970,643 


5,152,783 
158,456 


11,413,475 


1,385,120 
2,675,000 


4,060,120 


FANG; 397 


600,000 
69,183 
95,798 


7,881,378 


16,633,366 
1A PIS92229 


5,494,137 


2,658,572 
157,440 


8,310,149 
$31,665,122 
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ON BEHALF OF THE BOARD: 


A. Emile Beauvais 


J. N. Cole Directors 


e nIRREREa ee 


LIABILITIES 


CURRENT LIABILITIES: 

Accounts payable and accrued liabilities 
Income taxes payable 

Sinking fund requirements payable within 


one year, less specific deposits for this 
purpose 


LONG TERM DEBT — (Note 3) 


ACCUMULATED TAX REDUCTIONS 
APPLICABLE TO FUTURE YEARS 
(Note 4) 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK: 


Preferred shares of the par value of $25 
each issuable in series 

Authorized : 500,000 shares 

Issued : 240,000 — 6%% cumulative, 
redeemable preferred shares 1967 series 


Common shares without par value: 
Authorized : 3,600,000 shares 
Issued : 1,800,000 shares 


RETAINED EARNINGS 


1968 


$ 1,357,280 


261,838 


130,292 


1,749,410 


9,196,000 


246,608 


6,000,000 


2,000,000 


12,730,361 


20,730,361 
31(922,319 


1967 


$ 1,106,747 


419,503 


130,292 


1,656,542 


9,400,000 


198,471 


6,000,000 


2,000,000 


12,410,109 


20,410,109 
$31,665,122 


DONOHUE BROTHERS LIMITED 
AND SUBSIDIARY COMPANY 


NOTES TO FINANCIAL 
STATEMENTS 


year ended December 31, 1968 


NOTE 1 — CHARLEVOIX PAPER 
COMPANY LIMITED 


The holdings in the capital-stock of this subsidiary company represents 55.4% 
of the common and the preferred shares outstanding. The subsidiary is not con- 
solidated ; the plant is under construction. 


The company has guaranteed the completion and has agreed in addition to 
repurchase the $7,500,000 (U.S.) principal amount of first mortgage bonds 
of this subsidiary if the newsprint mill is not completed before May 1, 1971 
for a reason other than force majeure, or in any event before May 1, 1973. 


To cover the eventuality of the repurchase of said first mortgage bonds, the 
company has entered into an agreement with a financial institution whereby 
$600,000 is deposited annually until it will be released of this commitment. 


NOTE 2— FIXED ASSETS 


The fixed assets of the company, other than timber limits, were valued by Stone 
& Webster Canada Limited as at July 31, 1962; according to their valuation 
the estimated depreciated replacement cost was then $16,888,846. The net 
cost of fixed assets acquired since that date amounted to $4,685,009. 


NOTE 3— LONG-TERM DEBT 
1968 1967 


FIRST MORTGAGE BONDS: 
Authorized $ 5,000,000 


Outstanding: 
Series “C” 


4% Sinking fund bonds to mature 

August 15, 1975 $ 520,000 $ 595,000 
Series “D” 

5% Sinking fund bonds to mature December 

1, 1976 payable in U.S. funds — at par 850,000 935,000 


Series “E” 


6% Sinking fund bonds to mature February 
15, 1977, payable in U.S. funds — at par 530,000 574,000 


$ 1,900,000 $ 2,104,000 


NOTE 3 — Continued 196g 1967 


$1,900,000  $ 2,104,000 
DEBENTURES: Bee oS 


Series “A” 


7%% Sinking fund debentures to mature c= 
August 1, 1989 7,500,000 7,500,000 


9,400,000 9,604,000 


Less: Sinking fund requirements payable ee se 
within one year 204,000 — 204,000 


$ 9,196,000  —$ 9,400,000 
= = : = : ik 


NOTE 4— DEPRECIATION AND TAX REDUCTION 


The current year’s taxes payable have been reduced by $48,136 as a result 
of claiming for tax purposes, capital cost allowances in excess of the depreciation 
recorded in the accounts. This difference is applicable to those future periods 
in which the amounts claimed for tax purposes will be less than the depreciation 
recorded in the accounts and is accordingly included in the balance sheet in 
the item ‘Accumulated tax reductions applicable to future years.” 


NOTE 5— COMMITMENTS AND CONTINGENCIES: 


To assist its employees in the acquisition of properties for dwellings or for 
recreational purposes, the company has guaranteed mortgage loans for a total 
amount of $169,176. 


NOTE 6— GRANT RECEIVABLE 


Application has been made for a grant of $1,000,000 under the provisions of 
the Area Development Incentive Act,which will be receivable upon completion 
of the expansion project and will be recorded at that time. 


1968 1967 1966 1965 1964 
PRODUCTION (000 omitted) 
Newsprint (1) 118 ighs 126 113 110 
EARNINGS (000 omitted) 
Net revenue from sales and newsprint 
machine rental $ 2,465 $ 2,900 $ 3,236 $ 2,834 $ 3,084 
Gain on foreign exchange 970 980 1,009 925 900 
Investment income O10 464 148 148 139 
Interest on long-term debt 646 342 144 a7 fo 
Depreciation 692 767 716 Taz 762 
Earnings before income taxes 3,008 3,235 SPOR! 3,024 3,162 
Income taxes 1,593 1,666 1,838 153% 1,593 
Net earnings 1,415 1,569 1,695 1,493 1,563 
Cash flow 2,316 2,548 2,615 2,494 2,538 
FINANCIAL POSITION (000 omitted) 
Working capital $10,116 $ 9,756 $ 7,684 $ 7,242 $ 6,477 
Net fixed assets 10,207 8,310 LLG Sed 8,048 
Other assets 9,849 11,941 909 534 1,042 
Long-term debt 9,196 9,400 2,204 2,677 3,145 
Tax reductions applicable to future years 247 198 136 81 
Preferred capital stock 6,000 6,000 
Common shareholders’ equity 14,730 14,410 14,169 13.195 12,422 
Ratio— current assets to current liabilities 6.8 :1 Oa 5.4:1 6.5:1 5254 
PER COMMON SHARE (2) 
Net earnings (3) $ 0.58 See $ 0.94 $ 0.83 $ 0.87 
Dividends rate 0.40 0.40 0.40 0.40 0.40 
Cash Flow 1 Pas) 1.41 1.45 1-39 1.41 
Book value 8.18 8.00 Tey) Leek) 6.90 
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TEN-YEAF 


! 


1963 


107 


2012 
830 
153 
227 
698 

2,970 
1,539 
1,431 
2,346 


6,610 
8,214 

476 
3,721 


11,579 
4351 


REVIEW 


1962 


109 


$ 3,037 
785 
106 
255 
602 

3,071 
1,625 
1,446 
2,216 


$ 6,374 
8,235 
540 
4,296 


10,853 
3.9:1 


0.31-2/3 


1961 


104 


$ 2,918 
216 

39 

283 
583 
2,507 
1,201 
1,166 
2,087 


1960 


102 


$ 2,905 
(277) 
152 
203 
554 
2,183 
r5 
1,068 
1,702 


$ 5,569 
8,430 
620 
5,448 


9,171 
4.1:1 


1959 


100 


$ 2,959 
(420) 

92 

278 
487 
1,866 
925 

941 
1,558 


$ 5,217 
dooT 
592 
5,238 


8,568 
ADE 


Notes: 
1 — Total mill production, leased machine 
included. 


2 — Based on present outstanding share 
capital of 1,800,00 shares. 


3 — After deducting $0.10 in 1967 and 
$0.21 in 1968 for preferred dividends. 
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$4,000 


3,500 


3,000 


2,500 


2,000 


1,500 


1,000 


500 


EARNINGS 


| 
ae 
Wt 


Before taxes 


After taxes 


Dividends — common 


Dividends — preferred 


Retained in business 


Thousand dollars 


1966 


1967 


1968 


ASSETS 


LIABILITIES 


CHARLEVOIX PAPER 
COMPANY LIMITED 
BALANCE SHEET 


as at December 31, 1968 


CURRENT ASSETS: 


Cash $ 406,307 
Term deposits 1,928,887 


Accounts receivable 359,710 


OTHER ASSETS: 


Term deposits set aside to cover 
cost of capital project (Note 1) 3,255,425 


Deferred expenses — interest on long 

term debt, organization and financing 

expenses, less interest earned and 

miscellaneous revenue 292,177 


FIXED ASSETS: 


Construction in progress (Note 1) 


CURRENT LIABILITIES: 


Accounts payable 


LONG-TERM DEBT: 


First Mortgage Sinking Fund Bonds, 

Series ‘A’, 6%%, due December 31, 1988: 

Authorized and issued : 

$7,500,000 (U.S.) — (Note 2) $ 8,059,375 
Sinking Fund Debentures, 7%, due 

December 31, 1988: 

Authorized : $3,500,000 

Issued 2,675,000 


SHAREHOLDERS’ EQUITY 
CAPITAL-STOCK: 


Authorized and issued: 
220,000, 6% cumulative, redeemable 
non-voting preferred shares of the par 


value of $10 each 2,200,000 
30,000 common shares of the par value 


of $10 each 300,000 


$14,069,078 


$14,069,078 


$ 2,694,904 


3,547,602 


7,826,572 


$ 834,703 


10,734,375 


2,500,000 


1D 


NOTE 1 — CAPITAL PROJECT: 


NOTE 2— LONG-TERM 


DEBT: 


NOTE 3— GRANT 
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RECEIVABLE: 


NOTES TO FINANCIAL 
STATEMENTS 


as at December 31, 1968 


The capital project for the construction of a newsprint paper mill has been 
approved for $14,032,000. Expenditures incurred for construction in progress 
amounted to $7,826,572 and term deposits set aside for this purpose to 
$3,255,425, the balance to be provided by the grant receivable (Note 3). 


In January 1968, the balance of the authorized bonds $2,500,000 (U.S.) 
were issued and the proceeds were added to the amount set aside to cover 
cost of capital project. 


The annual sinking fund requirements amount to $441,000 (U.S.) from December 
31, 1972 to 1987, inclusive. 


The amount of long-term debt payable in U.S. currency has been converted 
to Canadian dollars at the rate in effect at the time of borrowing. 


Application has been made for a grant of approximately $3,000,000 under 
the provisions of the Area Development Incentive Act, which is expected to 
be received following completion of the capital project and will be recorded 
at that time. 


AUDITORS” REPORT 


To the Shareholders of 
Charlevoix Paper Company Limited. 


We have examined the Balance Sheet of Charlevoix Paper Company Limited 
as at December 31, 1968, and have obtained all the information and explana- 
tions we have required. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other sup- 
porting evidence as we considered necessary in the circumstances. 


The plant is presently under construction. Expenses incurred, less interest 
earned and miscellaneous revenue, have been deferred to future periods. 


In our opinion, according to the best of our information and the explanations 
given to us and as shown by the books of the company, this Balance Sheet 
is drawn up so as to exhibit a true and correct view of the state of the affairs 
of the company as at December 31, 1968, in accordance with generally accepted 
accounting principles. 


SAMSON, BELAIR, COTE, LACROIX ET ASSOCIES 
Chartered Accountants. 


QUEBEC, March 4, 1969. 
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